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The Act, Title I, Part A, Section 1120A(b)(1), states that: “[A] State or local education agency 
shall use funds received under this part only to supplement the amount of funds that would, in 
the absence of such Federal funds, be made available from non-Federal sources for the education 
of pupils participating in programs assisted under this part, and not to supplant such funds.”  
During the 1997/98 award year, the District provided State and/or local funding for all day 
kindergarten services to all children and, in the absence of Federal funds, would have had to 
provide State and/or local funding for the salaries for 13 kindergarten teacher assistants.  In 
addition, Grant eligibility determinations were not made until the end of the kindergarten year.  
The District did not report any eligible Grant children in kindergarten in its Title I Performance 
Report for the 1997/98 award year. 
 
Office of Management and Budget (OMB) Circular A-87, “Cost Principles for State, Local, and 
Indian Tribal Governments” establishes the principles and standards for determining costs for 
Federal awards carried out through grants, cost reimbursement contracts, and other agreements.  
OMB Circular A-87, Attachment B – Selected Items of Cost, provides the principles to be 
applied in establishing the allowability or unallowability of certain items of cost.  Attachment B, 
Section 11, Compensation for Personnel Services, addresses services paid for wages, salaries, 
and fringe benefits.  The costs of such compensation are allowable to the extent that they satisfy 
the specific requirements of OMB Circular A-87 and that the total compensation for individual 
employees is determined and supported as provided in Subsection h. 
 
Attachment B, Section 11, Subsection h, addresses support for salaries and wages regarding time 
distribution.  Subsection h (3) indicates that where employees are expected to work solely on a 
single Federal award, charges for their salaries and wages will be supported by periodic 
certifications that the employees worked solely on that program for the period covered by the 
certification.  These certifications will be prepared at least semi-annually and will be signed by 
the employee or supervisory official having first hand knowledge of the work performed by the 
employee.  Subsection h (4) indicates that where employees work on multiple activities, a 
distribution of their salaries or wages will be supported by personnel activity reports or 
equivalent documentation, which meets the standards in subsection h (5).  Subsection h (5) 
addresses the standards for personnel activity reports.  Subsection h (5) generally indicates that 
the activity reports must (a) reflect an after-the-fact distribution of the actual activity, (b) account 
for the total activity, (c) be prepared at least monthly and coincide with one or more pay periods, 
and (d) be signed by the employee.  During the 1997/98 award year, the District did not obtain 
periodic certifications or personnel activity reports to adequately support personnel 
compensation charged to the Grant.  The District would need such support because some 
employees worked on more than one Federal award and some activities that employees worked 
on were not Grant related and therefore were unallowable. 
 
Using Grant funds to supplant State and/or local funds and purchase goods and services 
unrelated to the Grant objectives reduces the amount of Grant funds available to provide services 
to eligible children.  This could have an adverse affect on the State’s ability to ensure children 
meet the student performance standards expected of all children.  Further, without adequate 
support for personnel compensation or other goods and services, we were unable to accurately 
determine the correct amount that the District should have charged the Grant. 

 



 3

RECOMMENDATIONS 
 
We recommend that the Assistant Secretary for the Office of Elementary and Secondary 
Education instruct the State Education Agency to: 
 

1. Return $110,593 in Grant funds the District used to supplant State and/or local 
funding for the 13 kindergarten teacher assistants in the all day kindergarten 
program, 

 
2. Return $10,167 applicable to questioned expenditures unrelated to the Grant 

objectives, 
 

3. Return $338,571 applicable to unsupported expenditures or provide support 
acceptable by the U.S. Department of Education (Department), and 

 
4. Obtain periodic certifications and/or personnel activity reports in the future. 

 
AUDITEE COMMENTS 
 
The District concurred with recommendations 1, 2, and 4.  The District agreed to return 
$110,593 in questioned Grant funds used to supplant State and/or local funding for 13 
kindergarten teacher assistants in the all day kindergarten program; $10,167 applicable to 
questioned expenditures unrelated to the Grant objectives; and to obtain periodic certifications in 
the future.  In addition, the District replaced the Title I Director and provided in depth training on 
Title I rules and regulations.  The District did not believe that it supplanted Title I funds but was 
unable to gather sufficient documentation to show that it did not supplant State and/or local 
funding from other sources. 
 
The District did not concur with recommendation 3 applicable to $338,571 in unsupported 
expenditures.  The unsupported expenditures related to salaries of $197,458; fringe benefits of 
$73,436; purchased services of $61,176; and supply costs of $6,501. 
 
As it relates to salaries, fringe benefits, and purchased services, the District acknowledged that it 
was unaware of the requirement for certifications and understands that the costs for employees 
without certifications might be disallowed.  However, the District provided certifications for 8 of 
29 staff and other documentation as support. 
 
As it relates to supply costs of $6,501, the District was not able to gather enough specific 
documentation to support the amount of supplies.  However, the District agreed to return $4,336 
because it believes Title I children utilized a portion of these supplies.  The District prorated the 
unsupported supplies cost based on 400 Title I children enrolled at buildings with enrollment 
totaling 1,201 children. 
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OIG RESPONSE 
 
For recommendation 3, as it relates to salaries, fringe benefits, and purchased services, we 
reviewed the certifications and other documentation provided as support.  After our review we 
concluded that the certifications were not contemporaneous because they were signed in April 
2002.  We had previously reviewed most of the other documentation provided by the District as 
support during our fieldwork.  Therefore, we have not changed our opinion. We will provide the 
certifications and other documentation provided by the District to the Action Official. 
 
For recommendation 3, as it relates to supply costs, the District did not provide any additional 
supporting documentation.  Therefore, we have not changed our opinion. 
 

BACKGROUND 
 
The Elementary and Secondary Education Act of 1965, Title I, Part A, provides supplemental 
financial assistance to local educational agencies through State educational agencies to improve 
the teaching and learning of children who are at risk of not meeting challenging academic 
standards and who reside in areas with high concentrations of children from low-income 
families. 
 
A targeted assistance school, primarily addressed in Section 1115 of Title I, Part A, is one that 
receives Part A funds, yet is ineligible or has chosen not to operate a Title I schoolwide program.  
The term "targeted assistance" signifies that the services are provided to a select group of 
children–those identified as failing, or most at risk of failing, to meet the State's challenging 
content and student performance standards–rather than for overall school improvement, as in 
schoolwide programs.  Like schoolwide program schools, the goal of a targeted assistance school 
is to improve teaching and learning to enable Part A participants to meet the challenging State 
performance standards that all children are expected to master.  To accomplish this goal, a 
targeted assistance program must be based on effective means for improving achievement of 
participating children; use effective instructional strategies that give primary consideration to 
extended-time strategies, provide accelerated, high-quality curricula, and minimize removing 
children from the regular classroom during regular school hours; coordinate with and support the 
regular education program; provide instruction by highly-qualified and trained professional staff; 
and implement strategies to increase parental involvement. 
 
A targeted assistance school differs from a schoolwide program school in several significant 
respects:  
 

• Part A funds may be used in targeted assistance schools only for programs that provide 
services to eligible children identified as having the greatest need for special assistance.  

• Part A funds must be used for services that supplement, and do not supplant, the services 
that would be provided, in the absence of the Part A funds, from non-Federal sources.  

• Records must be maintained that document that Part A funds are spent on activities and 
services for only Part A participating students. 
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One of the primary differences between schoolwide program schools and targeted assistance 
schools is the requirement that the latter may use Title I, Part A funds only for programs that 
provide services to eligible children identified as having the greatest need for special assistance.  
Targeted assistance schools, therefore, may not provide services to all children in the school or in 
particular grades. 
 
For the 1997/98 award year, the District received a State approved Grant budget of $794,766.  
During the award year, the District charged $510,023 to the Grant related to salaries, fringe 
benefits, supplies, and purchased services.  The District did not spend the remaining $284,743 
budget amount during the award year. 
 
 

AUDIT OBJECTIVE, SCOPE, AND METHODOLOGY 
 
The objective of our audit was to determine whether the District used the Grant funds during the 
1997/98 award year to (1) provide services to eligible children and (2) supplement, not supplant 
the regular education services normally provided.  To accomplish our audit objective we: 
 
1. interviewed District, State, and Department officials; 
2. reviewed Grant application and approval documentation; 
3. reviewed relevant accounting records and available supporting documentation maintained 

by the District; 
4. reviewed audit reports prepared by independent Certified Public Accountants under OMB 

Circular A-133 for the years ended June 30, 1997, 1998, and 1999; and 
5. reviewed the 1997/98 Title I Performance Reports submitted by the District. 
 
To achieve our audit objective, we relied in part on computer-processed data contained in the 
District’s database.  We performed a limited reliability assessment by comparing selected 
computer data to source records.  We also relied on work performed by Independent Public 
Accountants under OMB Circular A-133.  Based on the work performed, we concluded that the 
data was sufficiently reliable to be used in meeting the audit objective. 
 
We reviewed the District’s Title I Grant salary expenditures for the award year ended 1998, 
which totaled $201,036 for 18 District personnel.  We judgmentally tested a sample of 3 
employees’ salaries totaling $115,338 to determine whether the expenditures were accounted for 
accurately and properly supported.  We judgmentally reviewed $48,127 of the District’s Title I 
Grant fringe benefit expenditures for the award year ended 1998, which totaled $74,493 for 8 
District personnel.  We reviewed health insurance costs for 2 employees and recalculated the 
expenditures for retirement, employer social security, and employer workmen compensation for 
all 8 employees to determine whether the expenditures were accounted for accurately and 
properly supported.  We reviewed the District’s Title I Grant purchased services and equipment 
repair expenditures for the award year ended 1998, that included $110,593 for 13 kindergarten 
teacher assistants; $60,376 for 11 teaching aides; $20,309 for other services; and $118 for 
equipment repair expenditures, which totaled $191,396.  We judgmentally selected a sample of 
13 kindergarten teacher assistants’ salaries totaling $110,593; 11 teaching aides’ salaries totaling 
$60,376; and 5 other services expenditures totaling $5,525 to test whether the expenditures were 
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accounted for accurately and properly supported.  We reviewed the District’s Title I Grant 
supply expenditures for the award year ended 1998, which totaled $43,098.  We judgmentally 
selected a sample of expenditures totaling $36,169 to test whether the expenditures were 
accounted for accurately and properly supported. 
 
Details for the results of our testing are shown in Attachment 1, Schedule of Accepted, 
Questioned, and Unsupported Costs. 
 
We conducted our audit at the District’s offices in Mount Clemens, Michigan, from March 20, 
2001, through May 4, 2001.  We had follow-up contact with a District official on March 6, 2002. 
We performed our work in accordance with government auditing standards appropriate to the 
scope of review described above. 
 

STATEMENT ON MANAGEMENT CONTROLS 
 
We reviewed the District's management controls over its administration of the Grant.  
Specifically, we reviewed controls over requesting, accounting for, and using Grant funds.  We 
performed our assessment to determine the level of risk exposure that significant noncompliance 
with the laws and regulations occurred, and to determine the extent of testing needed to 
accomplish the audit objectives. 
 
Because of inherent limitations, a study and evaluation made for the limited purpose described 
above would not necessarily disclose all material weaknesses in the management controls.  
However, our assessment disclosed significant management control weaknesses that adversely 
affected the District’s ability to administer the Grant.  These weaknesses and their effects are 
discussed in the Audit Results section of this report. 
 

ADMINISTRATIVE MATTERS  
 
Statements that managerial practices need improvements, as well as other conclusions and 
recommendations in this report represent the opinions of the Office of Inspector General.  
Determinations of corrective action to be taken will be made by the appropriate Department of 
Education officials. 
 
If you have any additional comments or information that you believe may have a bearing on the 
resolution of this audit, you should send them directly to the following Department of Education 
official, who will consider them before taking final action on the audit: 
 
   Susan Neuman, Assistant Secretary 
   Office of Elementary and Secondary Education 
   Federal Building No. 6 
   400 Maryland Avenue, S.W. 
   Room 3W315, Mail Stop 6100 
   Washington, DC 20202 
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SCHEDULE OF ACCEPTED, QUESTIONED, AND UNSUPPORTED COSTS 
 

CATEGORY ACCEPTED QUESTIONED UNSUPPORTED TOTAL 
Personnel 
  District Salaries (1)(2) 
  Purchased Services (3) 
      Total Personnel 
Fringe Benefits (1)(2) 
Purchased Services (4)(5) 
Supplies (6)(7) 
Equipment Repair 
 TOTALS   
 

 
$0 

0 
0 

 
16,159 
34,415 

118 
$50,692

 
$3,578 

110,593 
114,171 

1,057 
3,350 
2,182 

0 
$120,760 

 
$197,458 

0 
197,458 

73,436 
61,176 

6,501 
0 

$338,571 
 

 
$201,036 
110,593 
311,629 

74,493 
80,685 
43,098 

118 
$510,023 

 
 
(1) The questioned amounts represent salaries and fringe benefit costs for activities that did not 

relate to Grant objectives.  The District used Grant funds to pay for 100 percent of a 
secretary’s salary and fringe benefits when the secretary stated only 75 percent of her 
activities were Grant related.  This is in violation of the Act, Title I, Part A, Section 1115. 

 
(2) The unsupported amounts represent salary and fringe benefit costs that lacked support to 

show that activities performed were related to Grant objectives.  The District did not obtain 
periodic certifications or personnel activity reports for employees that worked on the Grant.  
OMB Circular A-87 requires periodic certifications and/or personnel activity reports to 
support salaries and wages charged to the Grant. 

 
(3) The questioned amount represents wages charged to the Grant to pay 13 kindergarten teacher 

assistants.  The District expanded its kindergarten program from a half day to a full day.  
Based on documents provided, the District’s general plan was to assign each kindergarten 
teacher three assistants for approximately 60 children.  The 60 children were divided into two 
groups of 30 (Group A and Group B).  In the morning, the kindergarten teacher and one 
assistant worked with Group A and two assistants worked with Group B.  In the afternoon, 
they switched groups.  The teacher/assistant worked with Group B and the assistant/assistant 
worked with Group A.  The assistant/assistant team would teach using the regular teacher’s 
lesson plan. 

 
 District records indicate that there were five kindergarten teachers.  Three were assigned nine 

assistants and rotated as describe above.  One was assigned two assistants and rotated as 
described above.  One was assigned one assistant and they stayed with the same children all 
day. 

 
Based on interviews and available documentation describing the District’s implementation of 
the all day kindergarten program, the District supplanted State and/or local funding in 
violation of the Act, Section 1120A(b)(1).  This is particularly evident with the 
assistant/assistant group that used the regular kindergarten teacher's lesson plan.  In addition, 
one of the assistants provided services to all children as a regular kindergarten teacher would.  
The District must use State and/or local funding to provide the all day kindergarten program 
to all children prior to using Grant funds to supplement the program.  The District did not use 
State and/or local funds to provide services to all kindergarten children before using the 
Grant program funds.  Therefore, the Grant funds were used by the District to supplant State 
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and/or local funds, which should have been used.  The reasons for implementing the all day 
kindergarten seem to be financially motivated.  For example, the District expanded the 
kindergarten to help reduce the deficit it faced, reduce layoffs, reverse declining enrollments, 
and maximize use of classroom space. 

 

The all day kindergarten program was open to all children and the District did not make 
Grant eligibility determinations until the end of the kindergarten year.  The District did not 
report any eligible Grant children in kindergarten in its Title I Performance Report for the 
1997/98 award year. 

 

(4) The questioned amount represents the costs for purchased services not directly related to 
serving eligible Grant children, which is in violation of the Act, Title I, Part A, Section 1115.  
The District used Grant funds to pay for registration and travel expenses for several District 
employees to attend a North Central Association conference.  None of the District 
participants attending were employees related to Grant activities.  A District official informed 
us that the conference was attended as part of the District’s planned move to a schoolwide 
Grant program the following year.  Therefore, the costs associated with the conference were 
not related to helping eligible Grant children meet the student performance standards. 

 

(5) The unsupported amount represents costs for purchased services related to 11 teaching aides 
and a workshop.  The District did not obtain periodic certifications or personnel activity 
reports needed to show that the work performed by teaching aides was Grant related.  In 
addition, the District could not provide adequate support to demonstrate the Teacher & 
Support Staff Workshop was Grant related.  OMB Circular A-87 requires periodic 
certification and/or personnel activity reports to support salaries and wages charged to the 
Grant.  In addition, without adequate support for the workshop attended, we are unable to 
determine whether the District complied with the Act, Title I, Part A, Section 1115. 

 

(6) The questioned amount represents expenditures for supplies that did not relate to the Grant 
objectives, which is in violation of the Act, Title I, Part A, Section 1115.  The District 
purchased a software package.  A District official informed us that the software was 
purchased as part of the District’s planned move to a schoolwide Grant program the 
following year.  Therefore, the costs were not related to helping Grant eligible children meet 
the student performance standards. 

 

(7) The unsupported amount represents supply costs charged to the Grant without adequate 
documentation to show the costs were related to the Grant objectives.  For example, the 
District purchased 500 Science Fair ribbons for Seminole Elementary School.  However, 
there were only 156 eligible Grant children at Seminole.  There were also expenditures for 
scholastic readers in math, science, and reading that appear to benefit both Title I and non-
Title I children.  Without adequate support we are unable to determine whether the District 
complied with the Act, Title I, Part A, Section 1115. 
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